Response to referee report 1

I appreciate the candid comments from the referee. However I think some misunderstanding exists. So I would like to further clarify the main contribution and main point of the paper.

The main contribution of my paper is that it documents the age-specificity of the secular rise of inequality of income and consumption. The referee cited Lemieux (2000) (it is should be Lemieux 2001 QJE, as I cited in my paper) to argue that my finding is nothing new. However, as I noted in footnote 1. The existing studies have only documented the age-specificity of college-highschool wage gap. My finding is more general in two ways. First, I use variance of logarithm of income, so it is both within-group and between-group inequality; while college-highschool wage gap is only between-group inequality. Second, in addition to income inequality, I further show the age-specificity of the rise of consumption inequality.

The referee also cited Lemieux (2006), arguing that it also documented similar findings. However, Lemieux (2006) does not show that rise of within-group inequality is stronger for younger individuals. From Table 1A and Table 1B, actually the rise of inequality is not stronger among less the experienced. And again, no age-specificity of consumption inequality is studied.

One of the main points of my paper is that many macro models (implicitly) assume that age effect is time-invariant. This is true in virtually all the papers I cited, including the one by Storesletten, elmer, and Yaron titled "Consumption and risk sharing over the life cycle" ,JME2004 (Cited as Storesletten et al. (2000) by the referee). Given time-invariant age effect, my simple regression shows that the secular rise of inequality is stronger among the younger. Therefore this is not a reiteration of the life-cycle profile of income and consumption inequality as discussed in Heathcote et al. (2010), because life-cycle profiles is already controlled for by the age dummies. 

In summary, my empirical findings have not been well-documented before. 

Regarding the model specification test. It is true that different specifications represent different ways to look at the data. However when no theory clearly points to a preferred way, we might want to let the data speak. In this sense, I think Table 4 adds values to our understanding.

The assumption of time-invariant age effect is also related to the fundamental problem of disentangling age, cohort and time effects, as pointed out by the referee. Given this assumption, it is reasonable to let year dummies interact with age, because this linear age is meant to capture how year effect is age-specific, rather than to capture the age-profile.
